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Report of the Office of
Inspector General

The Department of the Treasury
Office of Inspector General

September 21, 2001
To the Acting Assistant Secretary for Management:

We audited the Department of the Treasury’s Office of District of
Columbia Pensions’ (D.C. Pensions) Consolidating Balance Sheet as
of September 30, 2000, and the related Consolidating Statements
of Net Cost and Changes in Net Position, and the Combining
Statements of Budgetary Resources and Financing, for the year
then ended.

Results in Brief

This report presents our unqualified opinion on these financial
statements. Our audit disclosed no reportable conditions involving
the internal control and its operation and no reportable instances of
noncompliance with laws and regulations.

Management's Responsibilities

Management is responsible for:

Preparing the financial statements in conformity with generally
accepted accounting principles.

Preparing the Management Discussion and Analysis (MD&A) of
D.C. Pensions and the Supplemental Information.

Establishing and maintaining internal control. In fulfilling this
responsibility, estimates and judgments by management are
required to assess the benefits and related costs of internal
accounting policies and procedures.
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Complying with laws and regulations applicable to D.C.
Pensions.

Scope of Audit

We conducted our audit in accordance with Government Auditing
Standards, issued by the Comptroller General of the United States;
and Office of Management and Budget (OMB) Bulletin No. 01-02,
Audit Requirements for Federal Financial Statements (OMB Bulletin
No. 01-02). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation. Our responsibility is to express an opinion
on the financial statements based on our audit. We believe that
our audit provides a reasonable basis for our opinion.

In planning and conducting our audit of D.C. Pensions’ financial
statements for the year ended September 30, 2000, we considered
its internal control over financial reporting by obtaining an
understanding of the design of D.C. Pensions’ internal control,
determining whether these internal controls had been placed in
operation, assessing control risk, and performing tests of controls
in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements. We limited our
internal control testing to those controls necessary to achieve the
objectives described in OMB Bulletin No. 01-02. We did not test
all internal controls relevant to operating objectives as broadly
defined by the Federal Managers’ Financial Integrity Act, such as
those controls relevant to ensuring efficient operations. The
objective of our audit was not to provide assurance on internal
control. Consequently, we do not provide an opinion on internal
control.

In addition, with respect to internal controls related to performance

measures reported in the MD&A, we obtained an understanding of
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the design of significant internal controls relating to the existence
and completeness assertions as required by OMB Bulletin 01-02.
Our procedures were not designed to provide assurance on internal
control over reported performance measures, and, accordingly, we
do not provide an opinion on such controls.

As part of obtaining reasonable assurance about whether the
financial statements are free of material misstatement, we
performed tests of D.C. Pensions’ compliance with: (1) certain
provisions of laws and regulations, noncompliance with which
could have a direct and material effect on the determination of
financial statement amounts; and (2) certain other laws and
regulations, specified in OMB Bulletin No. 01-02. We limited our
tests of compliance to these provisions and we did not test
compliance with all laws and regulations applicable to D.C.
Pensions. Providing an opinion on compliance with laws and
regulations was not an objective of our audit and, accordingly, we
do not express such an opinion.

Results of Audit

Opinion on the Financial Statements

In our opinion, D.C. Pensions’ financial statements present fairly, in
all material respects, its assets, liabilities, and net position as of
September 30, 2000, and its net costs, changes in net position,
budgetary resources, and reconciliation of net costs to budgetary
obligations for the year then ended, in conformity with generally
accepted accounting principles.

MD&A and Supplemental Information

The MD&A and Supplemental Information are not required parts of
the financial statements but are required by the Federal Accounting
Standards Advisory Board. We have applied certain limited
procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the
MD&A and Supplemental Information. However, we did not audit
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Internal Control

the MD&A and Supplemental Information and express no opinion
on them.

Internal control is a process, effected by D.C. Pensions’
management and other personnel, designed to provide reasonable
assurance that the following objectives are met:

Reliability of financial reporting - transactions are properly
recorded, processed, and summarized to permit the preparation
of the financial statements in accordance with generally
accepted accounting principles, and the safeguarding of assets
against loss from unauthorized acquisition, use, or disposition;
and

Compliance with applicable laws and regulations - transactions
are executed in accordance with: (1) laws governing the use of
budget authority and other laws and regulations that could have
a direct and material effect on the financial statements, and (2)
any other laws and regulations, identified in OMB Bulletin No.
01-02.

Because of limitations inherent in any internal control, errors or
fraud may occur and not be detected. Also, projection of any
evaluation of internal control to future periods is subject to the risk
that internal control may become inadequate because of changes in
conditions or that the effectiveness of the design and operation of
policies and procedures may deteriorate.

Our consideration of internal control would not necessarily disclose
all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all
reportable conditions that are also considered to be material
weaknesses. As defined in OMB Bulletin No. 01-02, reportable
conditions are matters coming to our attention that, in our
judgment, should be communicated because they represent
significant deficiencies in the design or operation of the internal
control, that could adversely affect the Office of D.C. Pensions’
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ability to meet the internal control objectives as defined above.
Material weaknesses are reportable conditions in which the design
or operation of the internal control does not reduce to a relatively
low level the risk that errors, fraud, or noncompliance in amounts
that would be material in relation to the financial statements being
audited or material to a performance measure or aggregation of
related performance measures may occur and not be detected
within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no
matters involving the internal control and its operation that we
considered to be material weaknesses.

Compliance with Laws and Regulations

The results of our tests of compliance with laws and regulations
disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards, and OMB Bulletin
No. 01-02.

* X X* X * X

We have reviewed our results with D.C. Pensions’ management
and have incorporated their comments as appropriate. The
response to our audit report from the Director, Office of D.C.
Pensions is included in Appendix 1 of this report.

This report is intended solely for the information and use of the
management of D.C. Pensions, the Department of the Treasury,
OMB, the U.S. General Accounting Office, and the Congress, and
is not intended to be and should not be used by anyone other than
these specified parties. However, this report is available to the
public as a matter of public record.
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Should you or your staff have any questions, you may contact me
at (202) 927-5430, or a member of your staff may contact Mike
Fitzgerald, Director, Financial Audits, at (202) 927-5789. We
appreciate the cooperation and the courtesies extended to our
staff.

William H. Pugh

Deputy Assistant Inspector General for Financial Management
and Information Technology Audits

April 6, 2001
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Appendix 1
Management’s Response

DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

MAY 0 8 2001

MEMORANDUM FOR WILLIAM H. PUGH
DEPUTY ASSISTANT INSPECTOR GENERAL FOR
FINANCIAL MANAGEMENT AND INFORMATION

TECHNOLOGY AUDITS
FROM: Mary Beth Shaw W
Dircctor, Office of’D.C. Pengidns
SUBJECT: Draft Audit Report on the Department of the Treasury

Office of D.C. Pensions’ Fiscal Year 2000 Financial Statements

We have reviewed your office’s draft audit report on the Department of the Treasury Office of
D.C. Pensions' FY 2000 financial statements. We have no comuments on the report. I appreciate
the efforts of you and your staff in conducting the audit. Please extend my appreciation to the

audit team.

Office of District of Columbia Pensions’ Fiscal Year 2000 Financial Page 7
Statements (O1G-01-092)



Appendix 2
Major Contributors To This Report

Financial Audits Division

Mike Fitzgerald, Director

Marie Maguire, Audit Manager
Joe Dennis, Lead Auditor
Kimberly Fleming, Lead Auditor
Saundra Feeney, Auditor
Kenneth Harness, Auditor
Donna Joseph, Auditor
Catherine Yi, Auditor
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Appendix 3
Report Distribution

The Department of the Treasury

Acting Assistant Secretary for Management

Acting Chief Financial Officer

Director, Office of D.C. Pensions

Director, Office of Accounting and Internal Control
Manager, Funds Management Branch, Accounting Services

Division, Administrative Resource Center, Bureau of the
Public Debt

Office of Management and Budget

Treasury Budget Examiner

United States Senate

Chairman, Subcommittee on Treasury, Postal Service and
General Government, Committee on Appropriations

Ranking Member, Subcommittee on Treasury, Postal Service
and General Government, Committee on Appropriations

Chairman, Committee on Governmental Affairs

Ranking Member, Committee on Governmental Affairs

United States House of Representatives

Chairman, Subcommittee on Treasury, Postal Service and
General Government, Committee on Appropriations

Ranking Minority Member, Subcommittee on Treasury, Postal
Service and General Government, Committee on
Appropriations

Chairman, Committee on Government Reform

Ranking Minority Member, Committee on Government Reform

United States General Accounting Office

Comptroller General of the United States
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